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COMMISSION COMMUNICATION 'ro THE COUNCIL 
At the second meeting of the EEC-Malta Association Council he14 on 
24 March 1977, the Co~ity stated its readiness to und~rlake, with llalta•a 
collaboration, the prepa~ator.y work for the implementation of the cooperation 
provided for in the Protocol laying down certain provisions relating to 
'1. 
the EEC-Malta Association Agreement. 
At the request of the Maltese Government, the Communit3" also gave 
its agreement to work beginning, in the context of technical ~d finaaoial 
cooperation, on the appraisal of projects so that, where appropriate, 
decisions could be taken as soo~ as the Protocol entered into force. ' The 
Community stated its readiness to help the Maltese Government to establi•h 
a team of industrial specialists which would have the task of preparing 
an industry-based econqmio development strategy, of identifying projects and 
encouraging initiatives from EUropean entrepreneurs for their implementation. 
Pursuant to the decision of the Association Council, the Commission 
is putting forward in this communication proposals for the position to be 
adopted by the Community. 
The preparatory work to be undertaken jointly by the Communi t7 
and Malta with regard to economic, technical and financial cooperation 
will have to be carried out on the basis of tne guidelines adopted 
by the Community. It will then be necessary to have those guidelines 
approved by the two parties at a forthcoming meeting of the Association 
Council. 
· The conclusions of the report prepared by the team of industrial 
specialists referred to above will make it possible at a. later stage to set 
out in practical terms how the Community aid is to. be used under the 
guidelines adopted by the Association Council. , I 
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The Co~nission has ~ttaohed a memo on th~' economic and financial 
situation-in Malta, most of the data for whioh w~re coll~cted during the 
fact-finding mission carried out in March by representatives ot the Comldll~~ 
- ~- ------. -------- ------ --- - -- -- -- -·- - --- -. ___ .., _____ - -' 
and the Phropeaa Inveataat Bank. The Baa1c has also collabonted oloael7 
in drawing up the annexed proposals concerning the implementation of 
technical and financial cooperation. 
' \ 
Decision of the Association Cotinoil defining the ~idelinea tor 
cooperation between the Community and lllta. 
Having regard to the Protocol laying down oet'taiD proVisions_ relating.· 
.to the Agreement establishing an association between the Ehropeu l!bonomic 
Community and Malta, and in particular Articles 18 aad 21(1) and Artiole 9(1) 
· of the financial Protocol, 
. ~ ~ ·.; 
Whereas Article 18 provides for the institution of cooperation with 
the aim or contributing to the development of Malta.by efforia compl•eat&l7' 
to those made by Malta itself and of strengthening existing economic 
- •' 
links on ae broad a basis as possible for the mutual benefit of both pal'tie1; 
Whereas, in accordance with Article 21(1) of tbe Protocol aad Article 
9(1) of _the Financial Protocol, it is neoessar,y to ~~fine the general 
guidelines for this cooperation and the specific objectives of fiD&Doial aa4 
technical cooperation, 
HAS DECIDED AS FOLLOWS: 
Article 1 
The following objectives shall be taken as general guidelinee 
for the cooperation to be established between the Community and Malta for 
the mutual benefit of both parties: 
(i) The development and modemization of Maltese in4U8tl'7. in oJ'der 
to help create employment, increase industrial ptoductivi ty and 
contribute to balance of ~ents equilibrium; 
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'"":. ·. 
(ii) The development of basio infrastructure and of projects for vocati~na 
training and research, these being crucid.l for tb-.:. attainment of 
the above objectives; 
(Hi) 'lbe strengthening of cooperation between D.uopean and Maltese firms 
in the industrial field to facilitate the transfer of technology 
~ the inflow of capital. 
Article 2 
Technical and financial cooperation will be put into effect in 
accordanc-e with the following principles: 
(i) An effort will be made to ase Community aid to support the economic 
cooperation schemes to be implemented under~icle 20 of the Protocol. 
(ii) Special attention will be paid to operations which would permit 
the simultaneous use of different forms of aid, in particular to 
operations likely to attract technology, capital and other benefits 
resulting from the implementation of the above mentioned Article 20. 
(Hi) Community aid measures will be designed to encourage, if possible,_ 
other suppliers of funds to give aid, in particu!ar in the context 
of triangular cooperation~ 
Article 3 
On the basis of the principles set out in Arlicle 1 and in the light 
of the objectives of Malta's development plan, the aid specified in Article 2 
of the. Financial Protocol will be used in aocordaztoe with the provisions or 
1;hat Protocol to finance or part-finance projects and measures whioh oorreepond 
- . to the following economic priorities: 
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I. TECHNICAL ASSISTANCE IN 1'RAINING 
(i) Technical assistance for the preparation •'lf a development 
strategy and to ensure the effectiveness uf the process of 
selecting, preparing, executing and administering projectSf 
(ii) Technical assistance for the development of export markets 
(surveys, trade relations, trade networks). 
n. DEVELOPMENT OF PRODUCTION 
Indust:q 
(i) Establishment of infrastructure necessar,y for industrial development 
(such as industrial estates or projects for the production of 
certain primary products); 
(ii) Development of industries which create stable employment, in 
particular those requiring a highly skilled workforce; 
{iii) Development of indu~triea that can use the production or repair· 
equipment left on rr.ilitar,y bases; 
(iv) Projects which make use of Malta's geographical position and 
existing infrastructure (service and supply bases). 
Agriculture 
Development and modernization of agriculture and fisheries. 
n I. 'roURISM 
Improvement of the potential for tourism and diversification of 
reception capacity, in particular tourism infrastructure projects. 
IV • SCIENTIFIC COOPERATION 
Cooperation activities in the scientific, technological and environmental 
protection fields, particularly in certain areas of research on solar 
energy, water and air pollution, standards, reference materials and 
measurements, and data-processing services. 
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SUMMARY AND CONCLUSIONS 
The Republic of Malta has a population of 320 000 nn a land area 
of 320 Ion. (2) It comprises four islands. Appro~imately 9o% of the populatiu1 
lives on the island of Malta, where population density is in excess of 1 00~ 
inha.b./km. {2) The islands have an uneven relief but are of low altitude. The 
strategic position of the archipelago, at the centre or the Mediterranean, 
its climate and role as a place of tourism are Malta's only natural advant8«88• 
The shortage of water restricts the agricultural possiblilities and the 
industrial sector is handicapped by the small size of the local market. The 
'1. 
:economic and social infrastructure is well-developed, and with a per capita 
. _GNP of US f, 1 700, Malta is in a similar position to Portugal. 
Despite the efforts at restructuring undertaken by the Govermnent in 
the past, the Maltese economy is still largely dependent on the British 
military bases. The agreement setting 1979 as the date for their definitive 
closure Will therefore have considerable economic repercussions; it is 
obliging the col.mtry to extend its restructuring effort in order to· counter-
balance the loss of revenue and employment brought about by the progressive 
withdrawal of the British troops. This effort is at the basis of the revised 
1973-80 Plan, which envisages investments totalling tM 240 million during 
the period 1977-79 in order to create 23. 7000 new jobs(l)and reach a. GDP 
growth rate of 7•5% per annum.(2) 
Ihring the first four years of the Plan, economic growth exceeded 
the set objectives. GDP increased at an average annual rate of 16%. This 
favourable trend is due essentially to the development of industrial exports 
{ready-made olothing, foodstuffs) and or' tourism. Manufacturing industry 
now accounts for a third of GDP compared with only·aquarter'in 1972. 
It provides jobs for approximately 25% of the working population. Services 
remain, however, the mainstay of the Maltese econo~ (52% of GSP). 
(1) The investments cost per new job seems relatively lov (approximately 
21 000 u.a.); ho•ever, all, or at least the vast majority, of the investment 
operations necessary to create approximately 12 000 jobs have already been 
carried out. Lastly, most of the new investment operations envisaged are 1n 
light industry. . 
(2) Unlesa otherwise stated, all growth rates express increases in real terms. 
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After e. fairly sharp drop between 1967 and 1972 "'aused by a propel"':;y 
crisis and budgetar,y restrictions, the level of gross fixed capital 
\ 
formation picked up rapidly, increasing from "•J% of GDP in 1973 to 27% in 
1976 (compared with the targe.t of 25% laid down in the Plan). This reo~, ~-' 
was principally due to public investment, the volume of which increased 
appreciably mainly as a result of direct State participation in industrL~l 
projects. In 1975 and 1976, more than 50% of the volume of investment 
was financed by domestic savings, compared with only 8% in 1972. If one 
takes into account the increase in net revenue, transfers from abroad 
(transfers from emigrant workers, the rents for the b~ses, subsidies 
from the United Kingdom) and of the loans obtained on favoura~le terms, the 
resources available for financing are at present well in excess of the 
total investments. 
The rents paid for" the military bases are of immense importance to 
public "finances. Thanks to these payments, the current net budgetary 
' .. . 
position covers approximately two-thirds of public :"capital expenditure. , 
For some years now, the State has been playing an aotiv~ part in setting up 
new industrial activities, in particular by developing industrial zones o~ 
itself launching new undertakings. This has significantly increased publio 
capital expenditure and has given rise ~o a considerable budget deficit 
(1976: £M 12.5 million • 15% of budget revenue and 6% of GDP). Most of 
this defioi t has been financed by grants and loans on favourable terms 
obtained mainly from the United Kingdom, the People's Republio of China 
and a number of Arab states. 
The scarcity of natural resources and· the small area of the oountr,r 
oblige Malta to import most of what it needs. The trade balance is 
traditionally in deficit and even the very favourable trend of exports, 
based essentially on textiles, was unable after 1974"to prevent an inoreaae 
in this deficit, which in 1976 reached fl 200 million• However, despite the 
large amounts obtained in revenue from tourism and transfers from emigrant 
workers, the transfers conneoted with the activities of ~he military bases 
are necessary to maintain a positive balance of current paymenls. Thanks 
to the net inflow_of long-term capital, the gold and foreign exchange 
reserves have regularly increased and totalled~ 620 million at the end· 
of 1976 (17 months' imports). 
-3-
Most of the foreign aid received by Malta is in the form ot granta 
or loans on favourable terms. The public external debt has tl. Jrefore 
remained relatively low (~ 40 million • 8% of GDP) and its servicing 
absorbs less than 1% of the exports of goods and non-faotor eervioes. 
The apparent improvement in the economic situati·1n in recent 18&1'8 
. 
cannot, however, concec1 the problems facing alta in !he medium terml 
1. Since 1975, the traditional emigratory movement of Maltese workert 
has been reversed and over the last two years, the number of · 
workers returning has exceeded the number departing by 2 700. 
This phenomenon and the arrival of a large number of young people 
on the labour market, the reduction in the number of workers 
~ 
employed on the military bases and redundancies in certain industries 
have led to a considerable increase in the numbers seeking employment. 
To avoid an increase in the unemployment rate, the Govemment ha.s 
set up special corps of workers {Pioneer Corps) paid from the state 
budget and generally employel on major infrastructure works; it 
approximately 4% of the working popu1ation. If an increase in 
\ 
the number of jobles.s is to be avoided, the reabsorption of the 
workers from the special corps, the foreseeable increase in the 
working population and the evacuation of the military bases will 
require the creation of 23 700 new jobs between now and 1979• 
According to the Maltese Government, approximately half these jobs 
are virtually guaranteed by projects in the process of implementation 
(tourism, infrastructure, shipyards, industrial projects). To 
provide the total of 23 700 jobs, a further 12 000 will have to 
be created and an amount of approximately tM 240 million will 
have to be invested between 1977 and 1979• These two objectives 
seem very ambitious when one consider.s that their attainment would 
involve the number of jobs created increasin~ from the level of 
1 400 per annum recorded over the period 1971-75 to 5 800 per 
annum over the period 1977-79 and would also involve the annual 
volume of investment being on average 44% greater than the volume 
recorded in 1976. Such a jump would seem difficult to make, 
especially as the restricted nature of the domestic market obliges 
Malta to develop industries geared almost entirely to export markets. 
r The implementation of viable projects of this type may well take 
longer than anticipated, especially as the international economic 
climate is at present unfavourable. It is therefore to be feared 
• 
that the employment objectives will not be attained and that the 
level of unemployment will increase well be:vond the present leve1. 
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2. As from 1979 the revenue derived from ·"~te presen·~e of the milita17 
bases, which acco1mts for approximately 14% pf GJJP, 2o% of budsft 
revenue and between 25% and 3o% of fort .gn excha.:tge revenue, will ., 
no longer be forthcoming and the econon.y will the'i'efore need to be 
adapted to new resources. The passage through this delicate 
period will be facilitated, however, by the use for a number of 
years of abundant foreign exchange reserves (US ~ 620 million • 
17 months' imports). 
To establish the basis for a balanced economic development no longer de-
pep.dent on the activities of the military bases, Malta doubtless has a 
number of advantages, notably skilled labour, relatively low wages, tourism. 
However, restructuring on this scale seems to be beyond the country's capa-
cities and will be impossible without external aide This is required 
essentially in the form of technical assistance and economic cooperation. 
Its main contribution could be towards: 
le The establishment of an industrial development strategy, including 
the identification and preparation of specific projects. Given 
the restricted nature of the local market and the danger of heavy 
dependence on.export markets, the selection or the branches whose 
activities could be developed is a particularly delicate matter in 
Malta's case. It will require a very sound assessment of potential 
outlets on the export markets. 
2. The promotion of projects to be carried out With the help of 
foreign investors. 
3. The preparation of markets, the establishment of trade relations 
and trade links. 
In more general terms, it is apparent that Malta's economic fUture 
is essentially dependent on the extent to which new industries can be 
established by foreign entrepreneurs over the next few years. It is not 
certain, however, that the comparative advantages enjoyed by the countr;y 
are sufficiently attractive in themselves to bring about automatically the 
' , 
creation of industrial activities on an adequate scale. The effectiveness 
of the Community aid will have to be assessed, in the final &Dalysia, 
in te:rme of its con~ribution towards that objective._ 
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1. GENERAL INTRODUCTION 
Situatetl between ' .. ibya and Sicily, the '!altese AY.··~hipelago COIIIIDaadl 
the passage from the Western to the Eastern Mediterranean. Because of 
its strategic position, Malta has been conquer·d on numt~t-ous occasions 
and suffered severe damage during the Second World War. The country has · 
been independent since 1964 and, under an agreement conoluded in 1972, 
the military bases occupied by the British Admiralty and NATO will be 
finally vacated as from 1979. 
The Republic of Malta covers barely 320 km2 ·nnd comprises four islands, 
of which only Malta and Gozo are inhabited. The island's only natural wealth 
is in the form of quarry stone, and the searoh for oil underta!cen off the 
coast has so far proved fruitless. The Mediterranean climate allows the 
cultivation of cereals, vegetables and flowers, plus a little arborioulture, 
but the shortage of water resources r~stricts the potential of the agri-
cultural sector. 
The country has a transport infrastructure whioh is generally 
considered adequate. The road network links all the inhabited areas. The 
airport, which is of crucial importance for the development of tourism, is 
situated at Luqa and the runway has recently been extended to take all 
types of long-range aircraft. A national shipping company and a national 
airline were established in 1973 and 1974 respectively. 
2. POPULATION AND EMPLOYMENT 
The population of Malta has remained constant around the 320 000 
mark for more than ten years. The population densitt is extremely high 
(1 000 inhab./km2) and 90% of the population lives on the main island. 
The capital, Valletta, has only 14 000 inhabitants. 
The traditional trend of emigration, which reached a peak in 1974 __ 
(net emigration of 3 700) was suddenly reversed in 1975 and over 
the last two years the number of people returning has been 2 700 
• greater than the number of departures. This phenomenon and the 
arrival of large numbers of yound people on the labour market have- -
contributed to the net increase in the labour supply; 
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I 
which totalled 115 000 in 1976 compared with 100 000 in 1969(l)• 
Thanks mainly to the creation as from 1972 of special corps of 
workers (Pioneer Corps) r~id from the State budget and generally 
employed on .major infras1. .. 11cture works (appro:ri 1a.tely 8 no people), 
the number of persons in (mployment increased f~om 95 000 in 1969 
to 110 000 in 1976; this measure and the raisir? .. of the ::;chool-
leaving age explain the apparently low rate of unemployment - 3.3% 
of the working population in 1976. 
The breakdown oz 'tne working population by sector has undergone a 
profound change since 1969 (see Annex 1), mainly in favour of manu-
facturing industry (25%), in which the 10 000 new jobs have partially 
compensated for the reduction in the numbers employed on the British 
military bases (7 Boo in 1969, 3 300 in 1976) and for the redll.nd.ancies 
in the building sector following the boom in the late sixties. The posi-
tion of private services remains fairly constant with approximately 30% 
of the employed working population, while the number employed directly 
in tourism is constantly increasing ( 3 800 in 1975, 3.~ of the employed 
working population). 
3. :rooNOMIC OBJOOTIVES OF THE PLAN 
Up to the end of the fifties, the Ma.l tese e~onorny was geared entirely 
to the needs of the British military bases. These accounted for approximately 
50% of the island's GNP and provided jobs for almost 2% of the working 
population. The Government has since been endeavouring to restructure 
the Maltese econo~y in order to make up for the loae ~f revenue and 
employment brought about by the progressive withdrawal of the British troops. 
All the plans drawn up since 1959 set out to develop highly labour-intensive 
manufacturing industries, to extend tourism and strengthen agrioul ture. 
In the most reoent plan covering the period.1973-80, the planners' 
objective was to create 20 600 new jobs in order to compensate for the 
effects of the shutdown of the military bases in 1979• The faster than antici-
pated increase in the working population (115 300 in 1976 compared wi/t'h the 
111 Boo forecast) and the redundancies brought about (approximately 1,000) 
or envisaged (particularly in the textile factories) as a.result of the 
crisis in international trade have obliged the State to revise its objec~ives 
(1) On the basis of the number of persons over sixteen years of age ~~ 
have a job or are in. search of a job. 
' .. 
.. 
TABLE 1 
... -.,-
: AVERAGE ANNuAL GROWTH AND SECTORAL DISTRIBUTIOH OF 'JDP 
ENVISAGED BY THE 1Q73-80 PLAN (ori&nal versionl 
(in %, on basis of 1972 pri~es) 
' 
.. 
I 
-
·-' 
Antioipated baotoral distributior 
annual ~ 
avers-.. : e 1972 1979 
growth 
Agriculture and fisheries 4.0 7.5 
'·7 
Industr.y (including shipyards) 11.6 24.6 36.3 
Public undertakings 5·5 4e9 4-9 
Construction and quarrying o.o 4.9 3.4 
Tourism and private services 12.4 5·9 
' 
9.2 
Provision of services for the military bases 
-31.4 6.3 0.3 
Public administration 3.2 16.1 13.7 
Other services 3.2 ' 29.8 25.5 
GDP at faotor cost 5·5 .1oo.o 1oo.o 
Souroer Office of the Prime Minister: Outline of development plan for Malta. 
1973-1980 (August 1973) 
j 
-
- -
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?_~o: the l&.tter years of the Plan, with the result that tor the 
period 1977-79 a. total of 23 700 new jobs will haw ·to b~ cre~t~- to avoicl 
. an increase in the current level of unemploymen~. To at ;.,l.in thia objeo'\iYf:-t 
Malta will have to invest OJ 240 million over this three year period, . 
approximately o.ne half of which will be payablE' in foreign owrrenoy. This. 
additional effort should make it possible to increase GDP by 7•50% per 
annum, most of which will be accounted for by ma.nufa.cturi.ug industries 
(added value of the sector: + 19.5% per annum) geared towards exporia . 
(total volume of exports: + 26% per annum) in order also to aohieve 
equilibria in the balance of c-:u-rent ~r-e~-:s as !"ftll:l 1980. 
4. RECENT TREND OF THE ECONOMIC SITUATION 
(a.) · Growth and origin of the na.t iona.l product 
------------------~--
In 1976 Malta's GNP was the equivalent of ft 530 million. Per 
capita GNP for the same year was therefore approximately ~ 1 100, a. 
figure comparable to that recorded in Portugal, ·for example. 
Since the early six-ties, the Maltese econorn:~ has experienced 
alternating periods of stagnation and rapid growth: . 
... ' . . ~ 
Table 2: Annual a.verac, growth of GNP (in .raeal. t ems) 
1960-65: 
1965-70: 
1970-72: 
1972-76: (1) 
0.3% 
10.3% 
4·2% 
15.5% 
(l)For 1976, on the basis of the rate of ODP growth 
After a severe economic crisis provoked by the reduction in the British 
militar,? presence beginning in 1959, the introduction of investment subsidiea 
and or tax exemptions facili ta.ted the development as tl-om 1975 of manufaoturtnr 
industry ( +16% per annum between 1965 and 1970), Wb1le the extension of the 
tourist sector (revenue: +36% per annum) brought about a similar expansion 
in the building and services sectors. The reduction 1n the number of tourists 
in 1970, the collapse of property speculation and lastly the provisional 
abolition in 1971 of the tax advantages for new undertakings combined to 
put a brake on the growth of economic activity up to 1972. 
1For 1976, on the basis of the rate of GDP growth. 
. 
1----
TABLE 3 : STRUCTURE OF GDP BY SIDTOR OF ORIGIN 
(in %, on basis of current prices) 
"- . 
Agriculture and fisheries 
Manui'actur~ng industry2 
Construction and quarrying 
Public undertakings 
Transport and communications 
Public administration 
Provision of services 
Other services 
--- ~·-L·---------
GDP at factor cost 
1Provisiona! data 
2
rnoluding shipyards 
-
for the military bases 
Source: Central Office of Statistics 
196.5 ·. 1969 
7·5 1·4 
19o3 22.4 
5·5 6.8 
3.9 4.6 
4.6 3.8 
13.3 13.8 
llo8 1·1 
34.1 33.5 
100.0 100.0 
. 
19761 1972 1.975 
7·5 6.0 5·4 
24.6 30.5 33.1 
4·9 6.0 5.8 
4.5 3.9 3.4 
3.3 4.4 4.6 
16.1 14.6 14o4: 
6.2 4.2 3o2 
32.9 30.4 30.1 . 
100.0 100.0 100.0 
.. 
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The growth rate did not start recovering until 1973 (GDPI'+l~) 
thanks to acceleration of the ste ~.e investment programm l and the .levelopm41lt 
of exports of goods and services (+29% in 1973, . +20% on average f>etween 197) 
and 1976), these exports consisting mainly of processed agricultural products, 
ready-made clothing and tourism. The objectives of the Plan foP 1973-60 have 
therefore been exceeded comfortably for the first four Jears, since the 
annual average growth of GDP has been 16% compared with the tnitL~l target 
ot 5.~. As shown in Table 3, this aoce~eration is due essentially to 
manufacturing industry, which now accounts for a third of GDP compared with 
only a quarter in 1972. Services remain, however, the principal sector of the 
Maltese economy (52% of GDP in 1976) despite ·the progressive reduction in thh 
·services provided for the military bases (3%·of GDP in 1976 compared with 
~ 
12% in 1965)• 
·;.. 
(b) Consumption, savings and investment 
---~--------------
After rising rapidly between 1965 and 1970, private consumption 
increased only modestly between 1971 and 1973 (2.3% per annum), suffering 
the repercussions of the slowing-down of economic activity and the temporary 
freezing of the level of civil servants' salaries decided by the State in 1972. 
Over the last three years, in contrast, private consumption has increased 
by an average of 8. 7% per annum; fthis level remains well beiow that of the 
extremely rapid growth in national income (see Table 4)• Since publio 
consumption had followed approximately the same trend, domestic savings -
the volume of which continued to decline until 1972 (then representing 
less than 2% of GNP) - were re-established at a more satisfactory level 
after 1974 and represented 17% of GDP in 1976. They covered approximately 
43% of the amount of investments in 1975 and 59% in 1976 compared with 
only 8% in 1972. Allowing for the increase in the net income from 
capital invested abroad, for transfers(l)and capital inflows, resources 
awilable for financing were well in excess of the amount or investment 
exPenditure (see Table 5). 
After a fairly sharp drop between 1969 and 1972 ( .. ~) caused b;r the 
property crisis and the budget restrictions, the level of gross fixed 
capital form~tion picked up again rapidly, increasing from 19% of GDP in 1973 
to 27% in 1976 (compared with the 25% target set by the Plan). This 
recovery i~ mainly d~e to public investment, the volume o~ -~~c~ ~~=~~-~--~PJ>~oiabl)", 
-lTransf~B from emigrant workers, rents for the military·baees and subsidies 
from the United Kingdom. 
.... ·---
·-
... 
Conaumption 
- pri'lrate 
- publio 
. 
· GJ'OSB fixed ea;. . t..:ll ;.,,:t;a:~ion 
. 
- private 
.. 
: 
•. 
-public 
Variation in b~~~k£ 
Gross domestic expenditure 
Eltports of goods and non-faotor services 
. Imports of boods and non-faotor services 
Resources deficit (-) 
Gross domestic product 
. Edernal revenue of faotors 
. External expenditure of faotors 
Gross national product 
1 Provisional estimates 
. I 
. ,:· _I . . •.• 
.. 
1965 
48 283 
(39 217) 
(9 066) 
11 784 
. (7 687) 
(4 097) 
1 683 
61 750 
28 377 
37 392 
-9 015 
52 735 
l 4 261 
56 996 
· ... · .... 
£M '000 at current prioea 
1969 1972 1975 
. 
77 650 100 193 149 183 
(63 986) (60 407) (118 660) 
(13 664) (19 786) (30 523) 
25 456 22 533 37 482 
(18 356) (16 255) (19 500) 
. . 
(7 100) (6 278) (17 982) 
1 348 2 967 1 ~75 
104 454 U.,5 693 188 140 
46 584 53 460 137 327 
69 042 76 948 159 710 
-22 458 -23 488 -22 383 
81 996 102 205 165 757 
9 949 12 448 23 880 
-3 423 -4119 -5 623 
88 522 110 534 184 014 
:Sources I:- Central Offioe ot Statistics, Mal t~a . Annual abstract of statistics. 1975 
- Data for 1976 supplied by the Maltese administ~tion... '. . . .. . . ' ' ... · · 
Struotu~ in ~ 
19761 1965 1972 1976 
-· --
169 000 91.6 '16.1 83.0. 
(135 200) (74o4) . ('1'\.7) (68.4) 
(33 8o0) (17o2) ( '~).4) (16.6) 
54 800 22o3 ~'~~.o 26.9 
noao (14.6) ( t ->.9) 
-
n.a. · (7.7) '(6.1) 
-
I 
.. 
. 2o9 1e9 
I 
3 900 3.2 
. -
227 700 117ol \~~J.O 111.8 
~ 
- ··-
171 700 53o8 ").?o3 84.3 
195 800 -70o9 -~5.3 -96 .. 1 
·-
-24 100 -17ol -·3.0 -11.8 
-· 
203 600 100.0 h\).0 100.0 
ll9 200 ls.t 
:1.2 
l9·4 
-J.o' 
·-
222800 108.1 .:.'8.2 109o4 
TABLE 5 1 l'llWlCDG OF INVES'l!E1fl' 
In M 1000 at current prices Structure in '/o 
.. 
: 
1965 1969 1972 1975 1963 1965. 1972 1976 
Estimate -
(->. Investment . 13"467 26 804 25 000 38 957 58 700 100,0 1oo.o 100.0 
·of whicha .. 
-Gross fi~ed oap•\al tcrmation 11.784 2~ 456 22 533 37 482 54800 87.5 88.4 93.4 
-private (7 687 (18 356) (16 255) ·(19 500) (25 200) (57ol) (63.7) (42o9) 
-public (4 097) (7 100) (6 278) (17 982) (29 600) (30-4) (24.6) (50-4) 
- variati;.~. in ;.; ....•. :;~ 1 683 1 348 2 967 1 475 3 900 12.5 11.6 6.6 
. 
(+) National savings 1 8 719 10 872 10 341 34 831 54800 64.7 40.6 91.6 
of which 1 
Domestic savings 4 452 4 346 2 012 16 374• 34600 33.1 7-9 58·9 
-private . .ne a. (2 371) (1 81 7) (14 622) . n.a. 
-
(7.1) 
-
-public n.a. (1 975) (195) (1 952) n.a. 
-
(o.a) 
-
Net revenue from abroad 4 261 6 526 8 329 18 257 19 200 31.6 32o7 32o7 
Resources deficit (-) or surpius (+ 
-4 754 -15 932 -15 159 -4 126 -4900 -35.3 -59o5 ~.3. 
External Financing 
Net transfers(l) • 6 303 10 268 24 787 29 178 31 900 46.8 ·97o8 54o3 
of which, transfers from emigrant 
Maltese workers (913) (5 433) (5 244) . (6 275) (10 400) (6.8) (21.1) . (17o7} 
Net oapita1 inflow 716 -2 341 19 612 14 401 ' n;a. 5.3 76o9 
-
Variation in external assets 
1 (Increase a·- 1 decrease 1 +)(2) -2 265· .' +8005 -29 240 -39453 n.a. -16.8 -114o7· 
-
(1) Including rent for the military bases after 197.2• 
. (2) Including balance of payments errors arid omissions 
·:: ·. 
Sourcesa - Central Office of Statistics, Malta 1 
·· · Amlua1 abstract of Statistios 1 1975o .. 
- Data supplied by- the 'Maltese. admiDist~ticm. 
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lt Or dl·rect State participatioll in indut?rial ·mainly as a resu . 
projects. Private sector investment, however, declined l'·;:; 12% in real 
value terms between 1973 and 1975 as a result o;. the international economic 
climate and despite the introduction of favourable tax measures for firms 
in the industrial and tourist sectors. This trend seems to have been 
reversed in 1976 (+29% at current prices) to judge by the considerable volume 
of capital goods imported to start up new factories. tD 1976, however, priTate 
investment accounted for only 46% of gross fixed capital formation compared 
with 72% in 1969 and 1972. 
(o) Public finance (see Table 6) 
--------------
Since 1969, Government revenue has increased much more rapidly than 
the national income (33% of GNP in 1969, 49% in 1975), but this more than 
proportional increase is due essentially to the payment of the rent for the 
British militar.y bases and to the accompanying grants from other NATO countries 
(H>% of GNP). 
As regards other i terns of revenue, there has been a marked 
reduction in the proportion represented by customs duties (47% in 
1969, 21% in 1975), no doubt connected with the tariff reductions 
granted to the EEC countries since 1971. The recent increase in 
the profits earned by the Central Bank on its financial investments 
abroad (6% of current revenue in 1969, 18'fo in 1975) may, however, be 
considered a temporary phenomenon insofar as it is linked to the 
accumulation of surpluses, particularly in foreign currency, derived 
from the rent fer the bases. 
The current expenditure entered in the State budget has 
increased on average at the same rate as GNP since 1969. The increase 
in the price of raw materials on the international market caused the 
Government to triple the amount of the subsidies OD essential products (l) 
bet,een 1973 and 1975• These subsidies (9% of C'W:"re!lt expenditure) are 
to be progressively abolised. 
-{1) Food oils, condensed milk, nour, pasta and bread, sugar. 
TAlU 6 I GENERAL STA'IE BUDGET - (1969-76) 
In 
Period from 1 April to 31 March budgets implemented 
1969/70 1972113 
Revenue 24.0 47.8 
of which a 
Rent for the military bases (-) .. (lle5) 
Profits of the Central Bank (1.5) (2.4) 
Tax on incomes and estate duty (3.3) (8.5) 
CUstoms dutl.es (11.4) (12.8) 
Current expenditure 23.7 33.4 
of which : 
Subsidies on essential foodstuffs (1.4) (1.6) 
Balance 0.3 14.4 
(Balance, excluding the rent for 
the bases) (0.3) (0.9) 
Capital expenditure 9.8 8.8 
of which: 
Repayment of debt (0.3) (0.5) 
Investment (9.5) (8.3) 
Overall balance 
-9.5 5.6 
Local borrowing 9.5 -
External grants and loans 
-
2.1 
Variation in Treasury assets +7.7 
Sourcer Ministry of Finance a The Malta Financial Report 
Data supplied by the Maltese authorities 
M'OOO 
budget voted 
1975/76 1876/77 
81.6 83.9 
(13.5) (13.5) 
'(15.1) (15o0) 
(14.4) (15.4) 
(17 .1) (17 .2) 
57.6 63.3 
(7.1) (6.6) 
24o0 20.6 
(10.5) (7.1) 
36.5 32.8 
(0.3) (0.3) 
(36.2) (32.5) 
-12.5 -12o2 
- -
6.7 5.7 
-5.8 -6.5 
As % of revenue 
1969/70 1975!76 1976/77 
proposed 
budget 
100.0 100.0 100.0 
-
(-) (16.5) (16.1) 
' (6.:n (18.5) (17.9). 
(13.8) (17.7) (lle4) 
(47.5) (21.0) (20.5) 
98.8 70.6 ·15·5 
(5.8) (8.7) (7.9) 
1.2 29.4 24.5 
(1.2) (12.9) (8.5) 
40.8 44.7 39.1 
(1.3) (0.4) .. (0.3) 
(39.5) (44.3) (38.7) 
-39.6 -15.3 -14.6 
39.6 
- -
-
8.2 6.8 
-
-7.1 -7.8 
- 15-
Most of the State· '3 capital expenditure takes the form of filCed 
investments; according to the 1975-76 budget, almost 6rf/o of the total 
aid to the acqu.isi tion of holdings in producti···~ investments (shipyards, 
industry, tourism) and ~5% is for infrastructure works_. The State takes 
an active part in getting new industrial activities under way, in parti-
cular by establishing induf;ltrial zones equipped with the necessary infra-
structure, and sometimes even with factory buildings, 0~ by itself 
launching new undertakings (in the textile industry tor example). This 
approach is continued in the 1976-77 budget, which will probably devote 
M.5 ~illion to shipbuilding and M 10 million to industrial projects. 
\ 
The rent paid for use of the military bases proVides a current 
net budgetary position which covers approximately two-thirds of capital 
expenditure, but the rapid increase in the latter ( M .14 million i·n 
1974/75 and then M 30 million in the following two years) has given 
rise to a considerable overall deficit (% of GNP in 1976). The 
grants and loans obtained by Malta on very favourable terms have 
not been sufficient to finance this deficit, with the result that 
the State has had to draw on the reserves accumulated previously 
with the Central Bank. 
(d) Currency, credit and the banking system 
The characteristic feature of the trend of Malta's currency 
situation is a steady increase in net foreign assets, which is the 
main cause of the expanision in the money supply (see Table 7). 
Approximately 37% of this is held in the form of notes and coin and 
more than 5o% is held in the form of deposit and saVings accounts at 
3% or 5% per annum. The inflow of budget revenue from the rent for 
the military bases explains the low level of claims on the Treasury. 
The amount of credit to the private sector, which quadrupled between 
1966 and 1972 mainly as a result of the construction boom, has sin~e 
stabilized. Up to 1967 the external assets were held mainly by the 
commerioal..ba.nks, which have since been obliged by the Gov:ernment to 
repatriate their financial assets, with the result that the Central' 
Bank now holds 85% of them. 
I 
\0 
1 
Money 
ot which notes and coin 
Quasi-money 
Total monP.y .. ,lppl ~ 
External assets {net) 
of which: held by the Central Bank 
Claims on the Treasury (net) 
Claims on the private sector 
Other items (net) 
Total counterparts 
TABLE 1 : MONEY SUPPLY .Alm MAIN COURTERPAR'l'S 
(1969 - 1976) 
In M million 
., (end of period) 
1969 1972 1974 
56-4 76.5 93.1 
(40.9) {62.4) (79.5) . 
78.8 114.9 127.2 
135.2 197.4 220.5 
100.3 132.9 1'74.5 
(58.5) (103-4) (130.7) 
6.8 14.6 12.9 
38.2 54.7 55.9 
-10.1 -10.8 -23.0 
135.2 . 191.4 220.3 
Source : Central Bank of Malta s Quarterly Review, March 1977. 
As % o£ to\al money 
SUll~Y 
1975 1976 1969 1976 
117.1 144.5 41.7 45.0 
.(98.8) (119.6) (30.2) (37.3) 
148.0 176.4 58.) 55.0 
265.1 320.9 100.0 100.0 
228.6 286.6 74.2 89.3 
(183.4) (237.8) (43.3) (74.1) 
12.9 22.1 5.0 6.9 
53.1 56.5 28o3 17.6 
-29.5 -44.2 -7.5 -13.8 
265.1 320.9 100.0 100.0 
..... 
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On the other hand, the commercial banks hold ocm8iderable 
liquid assets given the low level of dema.l'ld f~r or~it -:n Malta, with 
the result that their average liquidity ratio is around 5o% to 55~ 
even though the legal minimum is orll.y 25~. 
of the other 'banks; it is the Gove1'!1ment's financial ~ent. The 
ba.Dking system also comprises three commercial bank:e, two savings banks, 
three long~term financing institutions(!) and last17 \w'o bodies to 
manage the funds of fore~gn residents. 
. -· ~·.: 
\ 
(e) P!joes and wyes 
·. ··:~: ,.! .•• 
.. . 
~e only index recording price variations is for retail prioes; 
it shows a relatively ·modest increase in prioes sine& 1960 with the 
exception et the period 1973-75, when there were shai-p increases in the 
prices et imported products.- However, this index is. of little signi- . 
f'iOa.noe given that the State was maintaining a s3'1ftem of' subsidies for 
. . 
essential products. ~eir progressive abolition will probably bring 
about an increase in the cost of living of' at least -· 
TABLE 8 1 ANN1JAL INCREASE IN THE RETAIL PRI<E nmEX 
(in ~ base 1960 until ·1974, base 1974 · 
thereafter) · · 
!2U !m ·Jm ~ 
7.8. 7.3 a.a ·· o.6 
'• .· 
Between 1969 and 1976 the minimum wage in the public sector 
more than doubled. Since April 1976 it has been the equivaient of' 
approximately 145 u.a. In the private seotor,- wage increases follow 
more or less those obtained in the ~ivil service.· ·ne minimum wage . 
is 125 u.a. ·per month. The legal. minimum wages aae :to have increased 
more rapidly than the average wage. . ... 
: .. 
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(f) External trade and thr balance of payments 
The s~arcity of natural resources aru the size of the countr,y 
oblige Malta to import most of what it needs. Even a,-:; production 
increases, the proportion o~ imports tends t" rise and imports of goods 
and services, which accounted for only 61% of gross domestic expe_nditurt.. 
in 1970, accounted for 85% of that expenditure in 1975. 
The trade balance is traditionally in deficit. This deficit 
-. 
began to narrow as from 1970. Whereas throughout the sixties exports 
covered only about one-quarter of imports, this ratio incre~sed to 
2Wo in 1971, 47% in 1972 and 51% in 197~· The increase in the price 
of raw materials and above all the recession beginning in 1974 on the 
main export markets brought about an increase in that year of 6o% in 
the trade deficit (at current prices); this deficit increased further 
in 1976 to reach the equivalent of US ~ 200 million. 
The structure of imports (see Annex 3) broken down b,y products 
has changed appreciably in favour of semi-finished products, textile 
fibres in particular, relecting the growing import·a.nce in the economy 
of export-oriented processing industries. Semi-finished products thus 
accounted for 31% of imports compared with 21% in 1967. 
The structure of exports (see Annex 4) still reflects the pre-
dominance of textile products (2Cf/o of exports in 1962 and 6-Qo i.n 1975), 
but within that category, yarn and woven fabrics now represent only 7% 
of exports compared with 55% for made-up a~icles. other exports consist 
of Malta's main items of agricultural production and goods from the newly 
established industries (plastic articles, toys, _electronic components, 
rubber goods, pasta). Exports of finished products now account for 76% 
of the total compared with only 33% in 1967 •· 
The breakdown of trade by countr,y of origin and destination • shows 
the preponderance of the countries of the European Community (65% of 
imports and 68% of exports). The loosening of the links with the United 
Kingdom is reflected in a reduction in that country's share of Malta's 
overall external trade (see Annexes 3 and 4)• 
' 
1970 
-Expo.' s (fob)1 17 103 
• Imports (fob) 59 931 
~rade Balance 
- 42 828 
• Travel, tourism (net) 7 769 
·Transport 
-
4 957 
• Investment i r (') 7 278 
- Government revenue 2 13 190 
- Other services 
-
1 592 
• Private transfers3 11 526 
• Public transfers4 1 314 
3a.lance on invisib1es 40 528 
3a.1ance of payments on current 
-
2 300 
account 
· Net capital inflow 6 373 
· SDR allocation 100 
· Errors and on:iss.;.ons 2 868 
fet variation on reserves 
-
1 641 
(increase: -; decrease: +) 
TABLE 2 - TmmD OF THE BALANCE OF PAYMENTS (19JO-J6) 
(In M'OOO) 
1971 1972 1973 1974 
; 
19 089 28 414 40 275 59 723 
58 252 59 852 78 886 121 937 
- 39 163 - 31 438 - 38 611 - 62 214 
8 308 5 874 13 139 1~ 853 
-
5 253 
-
6 036 
-
7 203 
-
7606 
1 498 8 329 1 507 12 465 
12 751 8 990 11 656 14 146 
-
1 841 
-
878 
-
1 691 
-
1 202 
10 446 8 569 10 332 10 282 
9 661 16 218 18 128 20 341 
41 570 41 066 51 868 67 280 
2 407 9 628 13 257 5 066 
1 204 18 905 
-
1 306 6 648 
713 101 
- -
3 494 - 1 067 2 610 4 531 
-
1 818 
- 28 173; - 14 561 - 16 245 
1975 Jan.~ept. 
69 199 19 900 
129 521 112 600 
- 60 322 - 32 700 
23 491 17 500 
-
2 042 
-
1. 600 
18 257 16 300 
18 859 10 200 
-
2 369 
-
3000 
11 534 8500 
17 644 13 600 
85 374 61 500 
25 052 28 800 
14 401 ) 
-
) 1 ooo5 ~-4 352 
-
43 805 -35 800 
Including shipbuilding and ship repair work and re-exports (fuel for ships, oil exploration equipment stored on a temporary basis). 
Rent for the military bases, sales of goods and services to the bases and to those serving on them, wages of Maltese working on 
the bases. 
,Mainly transfers from emigrant Maltese workers. 
Mainly subsidies from the United Kingdom for the creation of new firms. 
Estimates. 
~= Central Office of Statistics, Malta: Annual Abstract of Statistics (1975) and data supplied by the Maltese.authorities. 
I 
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The scale of the transfers and the development ot tourism have 
made it possible to maintain a positive balance of payments on curr~n' 
account since 1971. ~e (net) revenue frorr tourism is sufficient in 
sufficient in itself to cover approximately one-thire ot the trade 
deficit ( M 12.6 million in 1976), this re\ nue havt.r._:; trebled 
between 1970 and 1975.. The main source of invisible: earnings is 
still the direct revenue (rent of approximately M 14 million since 
1972) resulting from the British military presence, to which can be 
added the wages of the workers employed on the bases and the services 
supplied to the Admiralty. This source of revenue id due to disappear 
completely in 1979, which explains the Maltese authorities' priority 
concern to develop other sources of foreign currency earnings. 
Net private investment has followed an ir.regular trend since 
'1970, amounting to M 5.8 million in that year a.rtd .M 13.7 million in 
1975. The other capital transactions consist of State borrowing, 
generally on very favourable terms, and of short- O!' medium-term loans 
made abroad by the commercial banks, the two items approximately can-
celling each other out. 
The positive balance of payments on current amount and the net 
inflow of long-term ·capital has brought about a !'egular increase since 
1970 in Malta's gold and currency reserves, which stood at ~ 500 million 
at the end of 1975 and ~ 620 million in December 1976. These reserves 
' 
should facilitate the transition period following the loss in 1979 of 
the revenue from the bases and 'will make it possible to cope for a number 
of years with the balance of payments deficit on current account which 
will result. 
(g) External debt 
Malta's external public debt has remained !'elatively low since 
independence. In March 1976 it totalled US- 40 million. 
TABLE 10 : PUm.IC E~AL DEBT (PART PAID) AS A PF2CENTAGE 
OF THE GDpl:roR THE YEAR m QUESTION (AS AT 31 
MARCH OF EACH 'YEAR) 1 
11.4 13.3 8.1 
lAt market prices. 
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The debt to the People's Republic of ;hina aoc:tnmts for approxi-
mately a qurter of the total. The other main creditors are the United 
Kingdom (15%), Saudi Arabia (13%), Italy (1~), Germany (7%) and Libya 
(7%). 
Malta generally obtains very favourable terme.f.rom its creditors. 
The concessional element of the loans and grants obtained between 1971 
and 1974 averaged 94%• At the end of 1974, 45% of the total,_ debt had 
maturity dates more than ten years off • Malta has thus been able to 
keep the cost of servicing its external debt at an extremely low level. 
TABLE 11 : DEBT SERVICING AS A PERCENTAGE OF EXPORTS OF GOODS 
AND NON-FACTOR SERVI<ES 
!2§1 1968 12§2 !.212 !21!. !2E lW. !.2H !.212 
1.3 1.4 1.7 2.0 12.41 o.7 o.5 o.a o.72 
1nue to an early repayment. 
~stimate. 
• 
. 
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' 
, • SITUATION m THE MAIN SECTORS 
(a) Agriculture arA fisheries 
Agriculture employs only just over 6% of the working population,' 
more than half of the farmers being over 50 years old. The small area 
available, the arid nature of the soil a,nd shortage of rainfall explain 
the limited role of this sector in the national economy. Domestic agri-
cultural production accounts for only around 5% of GDP and supplies only 
about a quarter of the country's food requirements. 
Arable land covers two-thirds of the countT,Y, but the area under 
cultivation is constantly declining (-15% between 1968 and 1975), mainly 
as a result' of the extension of urban areas. The area under cultivation 
covers 12 000 ha or a little less than 4o% of the country's total area. 
Only 600 ha are irrigated. The farms are too small, 9o% of them consisting 
of less than 3 ha; the national average is 1.1 ha, a figure that ia still 
tending to decline. More than two-thirds of the farms are tenant farms, 
the State and the Church each owning approximately a quarter of the arable 
land. 
Since independence, the main objective of the State's agricultural 
policy has been to limit the number of farmers leaving the land so as not 
to accentuate the problem of employment at national level. The State has 
tried to extend the area that can be cultivated by means of dams and water 
distribution schemes. In April 1976 a major project was launched to recover 
abandoned arable land and establish model farms. The price of seed, fertil-
izers, pesticides and fodder, as well as the operating costs of the irri-
gation installations, are subsidized. A large amount of aid and interest 
rate subsidies are granted for the irrigation work and the agricultural 
• 
equipment. 
As a result of this encouragement, the added value of the sector-
has increased by an average of 11% per annum at current prices (compared 
with 13% for GDP as a whole over the last ten years). This overall growth 
has been accompanied by a marked increase in agricultural productivity ae 
a result of the development of crops requiring a greater degree of expertise. 
Despite this restructuring work, the agricultural trade balance remains 
heavily in deficit and exports cover only 32% of imports. The Government 
controls external agricultural trade and is trying out numerous promotioDal. 
acti vi tes. It. also regulates purchasing operations, .particularly of 
cereals and fodder. 
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The fisheries sector is still on a very small soalea there 
are approximately 500 fishermen on the island providing approximatel7 
three-<{Uarters· of fish. Jupplies. The annual '}atch doe:- not exceed 
1 500 t. 
(b) Manufacturing industry (not including shipya; is) 
Maltese industry is heavily dependent on selH :::g on foreign 
markets. In 1976, 58% of total production was exported, and ~ of 
textiles and made-up clothing. Manufacturing industry has grown very 
rapidly over the last ten years, at around 9.5% per annum in real 
terms1 • In 1976 this sector aocounted for m of GDP. compared with 
. .. 
l&fo in 1964. Manufacturing industry employs 28 000 people, i.e., 25% of 
the employed working population compared with 17% in 1964• 'l'be estab-
lishment of new firms, generally financed by foreign capital, is largely 
responsible for this rapid development. 
The most important branches are those which provide proportionally 
the greatest added value and use a lot of labour. The industries produoing 
foodstuffs, textiles and especially made-up garments (mainly jeans and 
babies' clothes) employ more than half of the population working in 
industry and account for 56% of industrial added value. The metal con-
struction industry (cranes, drydocks) and the ot~er metal processing 
and assembly activities also provide more than 2C1/o of industrial added 
value. 
The size of firms is still generally modest. The ten largest 
firms employ an average of six hundred people bUt almost three-quarters 
of the firms have five or fewer workers. 
Table 12: Breakdown of industrial firms by numbers employed 
in 19752 
. between 1 between 50 between 100 More than TOTAL 
Number of paid workers: ~d 49 and 99 and 299 _30.,.0.._ __ 
Number of firms: 2 499 54 
!Based on the production indices - see Annex 7• 
2source: communic;ted by the Maltese authorities. 
47 10 2 606 
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Foreign firms are attracted to Malta by numeroUs tax incenti vea 
introduced as early as 19591• Foreign firms enjoy aooe." erated amorti-
zation arrangements, tax exemptions on re-invested profUs and lo~rent 
industrial prumises. The relatively. low leve~. of wagee - probably lower 
than those in Spain or even in Greece - a good level of skills acquired 
on the military bases and a social consenus based on an agreement between 
the Government and the General Workers' union are fUrther incentives for 
the decentralization of European units of production. 
The Malta Development Corportion (MDC), which was established in 
1967, is responsible for implementing the Government's industrial policy. 
'!'he KDC, which has a. ca.!)ita.l of' Y. l ~:~io!l, :.s ...Co~l:r Olrn.ei ey -::l::.e 
' State. It assesses the applications from new firms and decides on the 
tax benefits they are to enjoy, it provides them with technical assistance 
and .with the auxilliary services they require. It can also run the firms 
contrciled by the State (the State has a 1~ capital holding in ten or so 
companies and a majority shareh"alding in some t'wenty others) or can acquire 
holdings directly (the MDC has a majority holding iD ten joint ~ures 
and a minority holding in ten or so others). 
Three other bodies set up more recently are also responsible for 
assisting the establishment of new industrial firms. These area 
(a) the Investment Finance Bank, set up by the State in 1976 with 
the participation of Libyan and Italian capital, which grants 
loans at interest rates not exce8ding 8% per armum; 
(b) the Small Scale Industries Development Centre, the task of which 
is to assist firms with a staff of less than tiftyJ, 
(c) The Li bya.n Arab-Maltese Holding Corn~ Ltd., which, with a 
capital of M 3 million provided by the Maltese and Libyan 
Governments, is intended to promote the industrialization of 
the two countries, and of Malta in partioul~· 
1There are at present about one hundred foreign firms. 
I 
.
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In 1974 and 1975 the rate of establishment of new firms seems 
to_have slowed down, a n1~ber of large factories reduced their staff 
and others avoided this thanks only to the aid supplied by the State 
in exchange for the pres,Jrvation of jobs. The export rn:~rkets picked 
up again in 1976 and thtm.led to a recovery i11 industri"'.1. activity. 
However, the number of jobs created is still insufficient, particularly 
in view of the new data on the working population (see p.3.ge 5). Accord-
ingly, the State amended the initial forecasts of the Plan and establised 
the objectives of creating 12 000 additional jobs1 in industry during the 
period 1977 to 1979. It will be difficult to achieve this extremely 
. 
ambitious objective, since the number of jobs created Since 1971 by new 
industries has averaged 1 400 per annum. ~ 
(c) Shipyards 
Grouped together in the Malta Drydocks Corporation, the shipyards 
employ 5 200 people, that is 5% of the labour force in employment, their 
added value accounts for 4% of GDP and they provide approximately 20% of 
total exports. 
The shipyards were nationalized in 1959 by the British Government 
and were thereafter gradually converted for non-military use. The Maltese 
Government took control of this industry after 1970 but it is now self-
managing. 
Although work for the British Admiralty still accounted for 44% 
of turnover in 1964, this work practically dried up after 1970. The shiP-
yards also suffered greatly from the repercussions of the closing of the 
Suez Canal (non-military sales: down 3o% in 1968 compared with 1967), and 
their operations remained in deficit until 1974. With the aid of the 
People's Republic of China and Saudi Arabia,·the Government has undertaken 
the construction of two new docks2• However, the serious crisis currently 
affecting shipyards, particularly in Europe, seems to restrict the 
possibilities for extending the Malta Drydocks Corporation. 
1 Not including those resulting from the entry into service of factories 
already under construction. 
2 One for the repair of ships of up to 300 000 t and the other for the 
construction of ships of up to 120 000 t. 
' 
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(d) Water and energy 
Malta's water supply possibilities are limited 'end urga.n and 
industrial dev·:!lopment are making it necessary to draw increasingly 
on the underground water reserves which supplj almost 9o% of the ~ater 
consumed. Furthermore, the degree of salinity of that water is 
increasing beyond the normalbeyond the normal level, at least as far 
as the main island is concerned. There is a sea water desalination plant 
on each of the two inhabited islands. These proVide10% of the water 
consumed. The requirements dictated by the objectives of industrial 
growth reduce the possibilities for developing irrigation and agriculture 
in general and make it necessary to strengthen the measures to limit 
domestic consumtion. 
' 
Malta has no source of energy. Oil exploration has been under-
taken off the coast but has not yet been successful. Imports of oil and 
coal c~st approximately M 14.2 million in 1976, that is approxi~tely a% 
of the total import bill or 6% of GNP. Libya grants a reduotion on oil 
products of approximately a quarter of their value. It is proposed to 
make use of solar energy. 
The electricity produced by the thermal power station of the Malta 
Electricity Board amounts to 350 million kWh or appro%imately 1 150 kWh 
per inhabitant1• Industrial consumtion did not increase between 1972 and 
1975 and accounts for approximately 34% of total consumtion. 
(e) Transport and communications 
The road network totals approximately 1 200 km, of which 9o% is 
surfaced; the network links all the inhabited parts or the island and 
appears to be adequately developed. Buses provide a satisfaotory service 
between town. 
The airport at Luqa is being extend to take large-oapaci ty air-
craft. The number of incoming passengers in 1975 vas 376 000, that is 95~ 
of the arri vale on the island. Air Malta, which was set up in 1974 by the 
Government and foreign sha~eholders, carried 230 000 passengers in 1976. 
1compared with a per oapi ta figure of 3 850 kWh in the EEC in 1974• 
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Port traffic, m;o..inly through Valetta, is fairly intense; in 
1975, imports totalled f.lmost 5 million t. Sea Malta, -,stablished in 
1973, has five cargo ships, and carried 130 000 of good~ in 1976. It 
links a, number of European ports and is tryil!f:' to specialize in the 
transhipment of goods intended for other particularly congested Mediter-
ranean ports. The tz:ansport infrastructure projects e;wisaged by the 
Government include the c.onstruction of a second major international pori 
in the south of the island. This port would specialize to some extent in 
the transhipment of containers. 
Since_ 197'5 telecommunications have been run l:1y the Telemal ta Cor-
poration, which is currently beginning a vast extension programme whose 
total cost is estimated at M 13 million over three years. 
(f) Tourism 
This sector employs almost 4 000 people directly. Although it 
contributes between 7% and 8% of GDP, gross foreign currency earnings in 
1976 were M 28.6 million or the equivalent of 36% of merchandise exports. 
The number of tourists visiting Malta was 340 000 in 1976 compared with 
only 76 000 in 1966. 
Since 1959 the State has offered hoteliers numerous advantages. 
For the construction of hotels of at least eighty beds the State supplies 
capital in the form of subsidies representing on average 28% of the con-
struction costs and offers tax exemption on the income for ten years. As 
a result of these measures, hotel capacity increased from 1 900 beds in 
1959 to 6 300 in 1968 and 9 800 in 1976. 
The State is trying to encourage diversification of the tourist 
clientele and extend the tourist season. It has encouraged cruise tourism 
and the organization of international conferences. The hotel occupancy -
rates are considered satisfactory. However, 4o% of the visitors still st~ 
in Malta during the three summer months, a percentage that has not changed 
in ten years. 
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6. SHORT- AND MEDitlM.JI'EHM PROS~ 
/ 
' . ' 
The direoti ves of the Plan, as revised a.,. the begim_~ing of 1977 
(see page 6), set as t~eir prioritY' objective the ·~reation of 23 700 new 
in the rate of unemployment (at present approximately 4'fo ot the working 
population). 
I 
According to the Government, halt these jobs are virtually guara.n-
teed: 
' (a) the growth in tourism will create the need for approximatel;r 700 
new jobs; 
(b) the new infrastructure projects -will employ 2 500 workers (probablyl 
programme to extend the lam under agriculture, COftSt_ruotion of a 
new port, etc.) J 
(c) the two new drydocks of the Malta Drydooks CorpOration should provide 
employment for 1 500 workers; 
(d) the increase in the production of industrial firms that have not yet 
reached full output will create 3 000 jobs, while the factories 
currently being fitted out will employed 2 400 workers. 
To reach the ~igure of 23 700 jobs, a further 12 000 will have to be 
created between now and 1979, probably entirely in the industrial sector. 
Gene~ally speaking, these objectives appear very optimistic; firstly, 
because the extended shipyards will encounter an· extremely unfavourable 
international market situation, and seoondly, because the present 
international trade situation is hardly oonolusi Ve to the decentralization 
of' industrial capacity from Europe or North America with_ the intention of 
exporting goods back to those same regions, and lastl7 because investment 
decisions and their practical implementation generally take too long for 
there to be any chance of 12 000 new jobs bei~ created in three years 
.. ·.': .. ·.· .. 
. : ~ . . . 
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(between 1911 and 1975 the l ·llllber of new jobs created in in>~ustry averaged 
1 400 per annu:m, whereas th·.~ Government projects as a whole ~ppear to pre-
suppose the creation of 5 800 jobs per annum in tt·~ industr ...:11 sector be-
tween 1977 and 1979). Thus the employment objectives will :probably not be 
achieved and the rate of unemployment will doubtless rise above the present 
level; it could be as high as lo% to 15% of the working pop~lation in 1980. 
As far as gross fixed capital formation is concerned, the State 
estimates the volume of investment needed at M 240 mil1~on1 between 1977 
and 1979, given the number of jobs it is hoped to create. As an annual 
average, this is 44% higher than the figure achieved in 1976. '1. Since this 
is mainly industrial investment, it is not certain that Malta has the neces-
sary design and organization capacity to implement rapidly a sufficient 
number of viable new projects. On the other hand, the amount of foreign 
currency ne~ed to purchase capital goods should not raise any problems 
since, up to 1979, the State will have the exception revenue from the rent 
for the military bases and the connected revenue derive therefrom. 
After 1980 Malta will be faced simultaneously with two problems: 
firstly, a rate of unemployment probably far higher than that at present 
anticipated, and secondly, a large budget and balance of current payments 
deficit, since investment will have to be continued well beyond the date 
when Malta ceases to have the. revenue from the military bases. The pass-
age through this difficult transitional period should, however, be facili-
tated by'the possibility of drawing for a number of years on the abundant 
foreign currency reserves: US ~ 620 million at the end or 1976, that is 
the equivalent of seventeen months' imports. Furthermore, Malta has a 
number of advantages to help it construct the basis for a balanced economic 
development no longer dependent on military bases. These include: 
1The investment cost per new job seems relatively low (approximately 
21 000 uoa.); however, all, or at least the vast majority,- of the 
investment operations necessary to create approximately 12 000 jobs 
have already been carried out. Lastly, most of the new investment 
operations envisaged are in light industry. 
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i. a labour force that is skilled (particularly in mechanical 
engineering) and relatively cheap; 
ii. a favourable geographical location on the route frcm Gibraltar 
to the Suez Canal; 
iii. a climate that is favourable for the development of tourism. 
The success of this changeover will also depend to a very large extent 
on the re-establishment of a more fav~urable international econom~c climate. 
It will also depend on the extent to which Malta can obtain effective assist-
ance in implementing its industrial strategy, particularly for: 
i. the selection of export-based inudstries and the identification and 
preparation of projects; 
ii. the promotion of projects selected with potential foreign investors; 
iii. the establishment of trade relations and trade links. 
' 
S T A T I S T I C A L A N N E X E S 
-3.(-
ANNEX 1 SECTORIAL BREAKDOWN OF WORKEP ~ IN EMPL' tMENT 
Number % 
1969 1976 1969 19.76 
Agriculture and Fisheries 6.280 7.210 6.3 6.5 
' Manufacturing Industry 17.590 27.960 17.5 25.3 
Shipyards 5.200 5.400 5.2 4.9 
Sui ldings, construction and 
quarrying 12.370 4.700 12.3 4.3 
Wholesale and retail trade 12.530 11.880 12. 5 10.8 
Other private sector services 18.360 20.450 18.3 18.5 
Gas, electricity 920 660 0.9 0.6 
Central administration 19.430 20.940 19.3 19.0 
British military bases 7.780 3.330 7.7 3.0 
Pioneer Corps, "Izza u Rabbi", etc •• (1) 7.880 
-
7.1 
100.460 110.410 100.0 100.0 
(1) The first special groups set up to provide work for unemployed were estattished in 1972 ......, __ _ 
Source - Central Office of Statistics, Annual Abstract of Statistics 
- Office of the Pirme Minister, Economic Survey (1976) 
ANNEX 2 SECTORIAL BREAKDOWN OF GROSS FIXED CAPITAL fORMATION 
_, In t M 000 at current prices Structure in % 
1970 1971 1972 1973 1974 1975 1970 1975 
Agriculture and fisheries 292 270 255 529 480 468 1.1 1.3 
• Manufacturing industrv 4.918 3.907 3.601 4.402 4.517 7.664 17.7 20.5 
Construction and quarrying 1.182 946 822 1.108 1.701 1.472 4.3 3.9 
Transport and communications 3.617 3.369 2.226 2.459 3.062 3.545 13.0 9.5 
Houzing 4.578 6.335 7.431 5.280 4.096 3.305 16.5 8.8 
Hotel trade 1.282 861 544 621 923 947 4.6 2.5 
Other services 1.870 976 1.376 2.264 2.623 2.099 6.7 5.6 
Total P-rivate sector 17.737 16.664 16.254 16.663 17.401 19.500 63.8 52.0 
1 ' / Total public sector 10.076 8.857 6.279 5. 590,./ 13.795 17.982 36.2 48.0 
•''· 
Grand total 27.813 25.521 22.533 22.251 31.196 37.482 100.0 100.0 
1 The sectoral breakdown of public investment is not known 
Sourae Central Office of Statistics, Malta National accounts of the Maltese Islands 1966-1975 
ANNEX 3 : BREAKDOWN OF CIF IMPORTS BY PRODUCT AND MAIN COUNTRIES OF ORIGIN 
in t M 000, at current prices 
.. 
1967 1972 1974 1975 
.. 
.. 
Foodstuffs · · 12.709 18.513 35.720 37.332 
Cereals 2.878 3.834 10.564 11.487 
live animals an•f ruc:oat 2.444 I 3.408 4.050 4.715 
fruit and vegeto1hlt!;. 1.680 2.219 3.176 3.645 
dairy produce, r•J•JS 1.350 .. 2.409 3.199 3.371 
sugar 736 1.424 4.709 3.228 
Raw materials .111.! energy 4.752 7.422 20.757 17.432 
oil and derivativ~s 2.442 '4.996 15.558 13.643 
vegetable and animal oils 331 516 1.542 1.069 
Semi finished pr••.tucts . 8.455 19.041 41.172 44.050 
textiles 2.958 9.397. 20.487 20.755 
chemicals 2.683 4.890 9.121 8.474 
Other finished pr~ducts 11.436 16.517 30.523 35.745 
mach.ines 4.727 7.264 14.857 18.165 
transport equipmrnt 2.241 2.846 5.372 5.943 
made up garment !• ;tnd footwear 1.514 2.169 3.362 3.364 
Other 
.ill. 827 . 1.675 1.425 
.. 
total 40.510 67.210 38.969 . 144.448 
.. 
Main countries ·~f origin ' 
United Kingdom 15.803· 21.231 34.148 38.386 
Germany 1.524 4.090 11.592 13.213 
•Italy 6.411 12.556 23.940 26.100 
Benelux 8.223 n.a. 13.798 11.802 
France 1.288 3.144 6.298 6.606 
EEC of nine . 27.720 n. a • 91.046 97.423 
.. 
United States ' 1.293 3.818 8.143 11.540 
r 
sources Central Office of Statistics, Malta : Annual abstract of Statistics 1975 
· "~• .. "'' .nn fiptf hv thP M .RI tPC::P Autl:hri t iPc:: 
• ___ ____i ______ -
9 months 
1975 
25.068 
.. 
n.a. 
" 
.. 
. 
" 
" 
13.074 
10.369 
744 
31.240 
n. a. 
6.352 
24.130 
15.791 
n.a. 
..h2E 
100.992 
27.811 
8.007 
18.486 
8.744 
4.855 
67.749 
n.a. 
Average 
9 months annual Structure in % 
1976 incolase 
1967-1975 1967 1975 
% 
28.265 .14.4 31.4 25.8 
n.a. . 18.9 :'T.T 8.0 
.. 8.6 6.0 3.3 
.. 10.2 4.2 2.5 
.. 12.1 3.3 2.3 
.. 20.3 1.8 2.2 
14.547 17.6 11.7 12.1 
11.442 24.0 6.0 9.4 
723 15.8 0.8 0.7 
40.922 22.9 20.9 30.5 
n. a. 27.6 7.3 1'4:4 
8.264 15.5 6.6 5.9 
36.144 15.3 28.2 24.7 
26.026 18.3 11.7 12.6 13.0 5.5 4.1 
n.a • 10.5 3.7 2.3 
905 14.6 1.2 1:.Q 
-
129.049 17.2 100.0 100.0 
32.046 11.7 39.0 26.6 
13.522 31.0 3.8 9.2 
22.564 19.2 15.8 18.1 
9.162 4.6 20.3 8.2 
6.933. 22.7 3.2 4.6 
85.502 17.0 68.4 67.5 
n.a. 31.5 3:2 8:lr 
.. ~··f· ... ··~. : 
... "' .. ~; :;-: . . 
. . ~ . 
I 
ANNEX 4 : BREAKDOWN OF EXPORTS (1) BY PRODUCT AND MAIN COUNTRIES OF DESTINATION (FOB) 
IN t M 000 at current prices 
Average 
1967 1972 1974 1975 9 months 9 months annual 1975 1976 incolase 
., 
1967-1975 l % 
- . 
-·~-:. 
· Foodstuffs ·. 1.519 1. 784 4.453 4.928 3.686 6.311 15.8 
potatoes 376 1;75 365 -m 
- -
4.8 
flowers, seed 303 . 229 223 226 180 249 
- 3.6 
tobacco 200 54 1.045 1.930 1.390 1.680 32.8 
processc-:1- -~Jric •. ' -::ural products 162 532 2.409 1.957 
- -
36.5 
Raw materials 329 435 926 528 5.61 781 6.1 
se rag 283 430 781 464 338 452 5.4 
Semi finished products 2.973 5.140 8.224 6.444 4.774 6.117 10.1 
textiles ( yarns and fabrics) 2.390 2.735 4.506 3.585 2.579 1.460 """5.2 
rubber products 542 1.913 3.136 2.180 1.704 1.460 19.0 
Finished products 2.333 14.209 28.950 38.435 27.395 44.088 41.9 
made up foods 1.474 7.968 19.256 27.688 20.031 29.063 44.3 
sanitary equipment 
- ' 1.439 2.245 1.939 - - -
plastic foods 120 641 1.419 1.331 977 1.199 35.1 
toys 85 281 2.886 3.560 498 1.613 59.5 
elec1ronic 
' 
- 435 419 635 - - -
Total 7.159 21.568 42.633 50.336 36.123 57.302 27.5 
E!r...~~ltc!Q..\H'I_QY-_li.,Q..l!r:!.tr..X._Q..t_c!~~t.i..r:!.~t.i..Q..r:!. 
United Kingdom-- 2.739 8.236 13.777 13.400 9.880 11.452 22.0 
Germany 131 3.670 4.901 12.294 9.069 16.112 -76.4 
Benelux 386 2.525 5.429 6.495 4.222 5.927 39.4 
EEC 
- -
31.466 36.954 27.007 39.615 
-Lybia (2) 600 815 2.533 3.987 3.133 6.477 26.7 Other Arab countries 95 347 1.451 2.264 
- - -
Sources : Central Office of statistics, Malta : Annual Abstract of Statistics 1975 . 
Data ~upplied b~ the M~ltese authorities 
(1) excluding agrair work 
·<2> estimates 
Structure in % 
1967 1975 
21.2 9.8 
5;.3 1.1 
4.2 o.s 
2.8 3.8 
2.3 3.9 
4.6 1.1 
'4.0 0.9 
41.6 12.8 
33.4 7.1 
7.6 4.3 
I 
32.6 76.3 
20.6 66.0 
<.» 
"· I 
-
3.9 
1. 7 2.6 
1. 2 7.1 
-
1.3 
100.0 100.0 
... 
38.3 26.6 
1.8 24.4 
5.4 10.9 
-
73.4 
8.4 7.9 
1.3 4.5 
. ANNEX 5 G:!LD AND FOREIGN CURRENCY RESERVES 
(end of period) 
In number of month's 
year in US g mill ion imports for the year 
in question 
--------------- --~-----------------
1969 139.2 \ 11.3 
1970 157.9. 11.8 
1971 198.1 14.8 
1972 275.1 18.8 
1973 325.2 16.3 
1974 401.9 13.4 
1975 500.3 15.9 
1976 622.2 ' 17.3 
~2~!~~ IMF, International Financial Statistics, February 1977 
.. 
ANNEX 6 BREA~DOWN OF THE VALUE OF AGRICULTURAL PRODUCTION 
-
Production 
in -t: M 000 as % of the total (in'OOO t) 
Average Average Average Average Average 
1968-1971 1972-1975 1975 1968-1971 1972-1975 1972-1975 1975 
Cereals, fooder etc •• 642 976 1.381 21.5 22.2 25.4 26.2 
wheat 73 174 "327 ---z-:-4 4:0 2:1 2.3 
varley 48 95 137 1.6 2.1 1.8 2.0 
fodder 392 564 752 13.1 12.8 19.2 19.9 
Vegetables 1.782 2.785 3.911 69.7 63.4 60.4 60.6 
potatoes "691 893 1.225 23.1 20.3 20.1 18.3 
onions 126 149 171 4.2 3.4 4.3 4.5 
tomatoes 298 760 1.162 10.0 17.3 14.3 15.6 
melons 62 106 145 2.1 2.4 1.4 1.1 
Fruit (1) 298 353 419 10.0 8.0 4.1 4.3 
citrus fruit 61 68 81 2.0 1.5 0.6 0.8 
strawberries - 30 44 - 0.7 - -
Flowers nad seed 263 279 280 8.8 6.4 - -
- -- -- --
total ( 1) exclud;ng stockfatming 2.985 4.393 5.991 100.0 100.0 89.9 91.1 
Bovine animals ( '000 head) 10.5 11.2 
Sheep ( '000 head) 7.3 8.0 
(1) excluding grape production 
Source : Central Office of statistics, Malta Annual abstract of St~tistics 1975 
ANNEXE 7 GROWTH OF MANUFACTURING INDUSTRY AND BREAKDOWN OF ITS ADDED VALUE (%) 
Average annual growth on the Structure of added value<J~ 
.. basis of production indices the basis of current prices 
1964-19.69 1969-1974 1969 1975 
Foodstuffs 4.7 4.8 9.6 8.6 
Beverage an~ +obacco 7. 7 11.6 14.9 11.8 
Textiles, made up articles, hides, Leather 
and footwear 19.1 12.3 24.2 37.9 
Wood and furnishings 12.8 1.8 5.6 6.3 
Printing 16.7 5.4 6.0 5.5 
Chemicals and plastics ( 2) 14.3 12. 1 6.2 3.8 
Non metallic mineral products 19.4 
- 1.6 4.7 2.9 
Machine_ry 12.6 16.4 4.3 7.0 
Transp .... rt vehicles lt.4 7.9 16.1 7.4 
Other metal processing 16.9 13.5 4.2 6.1 
Other manufacturing industry 12.3 - 1.3 4.2 2.7 
Manufacturing industry as a whole (3) 10.1 9.0 100.0 100.0 
' ' 
( 1) at factor cost 
(2) rubber products are grouped together with chemicals to calculate the production indices and with transport ve~icles 
to calculate the added value 
<3> excluding the shipyards 
I 
~ 
. ~ 


